Thursday 

September  15,  1988 


: 

: 

r 


Part  VI 


Department  of 
Agriculture 

Commodity  Credit  Corporation 


7  CFR  Part  1446 

Peanut  Warehouse  Storage  Loans  and 
Handler  Operations  for  the  1986  Through 
1990  Crops;  Interim  Rule 


35984  federal  Register  /  Vol.  53,  No.  179  /  Thursday,  September  15,  1988  /  Rules  and  Regulations 


DEPARTMENT  OF  AGRICULTURE 
Commodity  Credit  Corporation 

7  CFR  Part  1446 

[Arndt.  3] 

Peanut  Warehouse  Storage  Loans  and 
Handler  Operations  for  the  1986 
Through  1990  Crops 

agency:  Commodity  Credit  Corporation, 
USDA. 

action:  Interim  Rule. 

summary:  This  interim  rule  revises 
regulations  for  the  1986-90  crops  of 
peanuts  codified  in  7  CFR  Part  1446. 

This  rule  amends  those  regulations  as 
they  affect  the  1988  through  1990  crops. 
This  rule  principally: 

1.  Incorporates  by  reference,  the 
provisions  of  7  CFR  Part  1498  concerning 
the  eligibility  of  foreign  persons  for 
payment  and  loans  for  the  1989  and  1990 
crops  of  peanuts  and  other  commodities: 

2.  Changes  the  “Segregation  1” 
definition  to  exclude  from  that 
segregation  peanuts  with  more  than 

14.49  percent  loose  shelled  kernels 
(LSK’s),  thereby  also  excluding  such 
peanuts  from  support  as  "quota” 
peanuts; 

3.  Raises  to  10.49  percent  the 
maximum  acceptable  moisture  level  for 
those  peanuts  for  which  the  level 
previously  had  been  10.00  percent; 

4.  Raises  the  “shrink”  allowance  from 
0.5  percent  to  2.0  percent  for  handlers 
choosing  nonphysical  supervision; 

5.  Extends  the  deadline  by  which 
handlers  must  file  their  initial  letter  of 
credit  to  assure  compliance  with 
contract  additional  peanut  disposition 
requirements  from  July  31  of  the  year  in 
which  the  peanuts  were  produced  to 
August  10  (or  the  next  business  day  if 
August  10  is  not  a  business  day); 

6.  Adjusts  the  price  support  pool  offset 
provisions  to  provide  for  prorated 
offsets  against  eligible  pools; 

7.  Clarifies  that  peanut  handlers  under 
physical  supervision  who  do  not 
contract  for  additional  peanuts  with 
producers  but  who  acquire,  from  other 
handlers,  contract  additional  peanuts  for 
further  processing  must  present  a 
suitable  letter  of  credit;  and 

8.  Adjusts  the  provisions  regarding 
nonphysical  supervision  handler  credits 
for  sound  mature  kernels  (SMK)  and 
sound  split  (SS)  kernels. 

Other  related  and  minor  adjustments 
have  been  made. 

DATES:  This  interim  rule  is  effective 
September  15, 1988;  comments  must  be 
received  on  or  before  November  14, 

1988. 

ADDRESS:  Send  comments  to  the 
Director,  Tobacco  and  Peanuts  Division, 
Agricultural  Stabilization  and 


Conservation  Service  (ASCS),  United 
States  Department  of  Agriculture 
(USDA),  P.O.  Box  2415,  Washington,  DC 
20013.  All  written  submissions  made 
pursuant  to  this  notice  will  be  made 
available  for  public  inspection  in  Room 
5750,  South  Building,  USDA,  between 
the  hours  of  8:15  a.m.  and  4:45  p.m., 
Monday  through  Friday. 

FOR  FURTHER  INFORMATION  CONTACT: 
David  L.  Kincannon,  Peanut  Operations 
Branch,  Tobacco  and  Peanuts  Division, 
ASCS,  USDA,  P.O.  Box  2415, 

Washington,  DC  20013,  telephone  202- 
382-0152. 

SUPPLEMENTARY  INFORMATION:  This 
interim  rule  has  been  reviewed  under 
USDA  procedures,  Executive  Order 
12291,  and  Secretary’s  Memorandum  No. 
1512-1,  and  has  been  classified  “not 
major.”  It  has  been  determined  that  this 
rule  will  not  result  in:  (1)  An  annual 
effect  on  the  economy  of  $100  million  or 
more;  (2)  a  major  increase  in  costs  or 
prices  for  consumers,  industries, 

Federal,  State  or  local  government 
agencies,  or  geographical  regions;  or  (3) 
significant  adverse  effects  on 
competition,  employment,  investment, 
productivity,  innovation,  or  on  the 
ability  of  United  States-based 
enterprises  to  compete  with  foreign- 
based  enterprises  in  domestic  or  export 
markets.  The  information  collection 
requirements  contained  in  this 
regulation  and  information  requests 
authorized  by  this  regulation  have  been 
reviewed  and  approved  by  the  Office  of 
Management  and  Budget  (OMB)  under 
OMB  Number  0560-0024. 

The  title  and  number  of  the  Federal 
assistance  program  to  which  this  rule 
applies  are:  Title — Commodity  Loans 
and  Purchases,  Number — 10.051,  as 
found  in  the  Catalog  of  Federal 
Domestic  Assistance. 

It  has  been  determined  that  the 
Regulatory  Flexibility  Act  is  not 
applicable  to  this  rule  since  the 
Commodity  Credit  Corporation  (CCC)  is 
not  required  by  5  U.S.C.  553  or  any  other 
provision  of  law  to  publish  a  notice  of 
proposed  rulemaking  with  respect  to  the 
subject  matter  of  this  rule. 

It  has  been  determined  by  an 
environmental  evaluation  that  this 
action  will  have  no  significant  impact  on 
the  quality  of  the  human  environment. 
Therefore,  neither  an  environmental 
assessment  nor  an  Environmental 
Impact  Statement  is  needed. 

This  program/activity  is  not  subject  to 
the  provisions  of  Executive  Order  12372 
which  requires  intergovernmental 
consultation  with  State  and  County 
Officials.  See  the  notice  related  to  7  CFR 
Part  3015,  Subpart  V,  published  at  48  FR 
29115  (June  24, 1983). 

This  interim  rule  amends  the  1986-90 
crop  provisions  of  7  CFR  Part  1446 
codified  at  7  CFR  1446.70  et.  seq.  The 


1988  crop  marketing  year  runs  August  1, 
1988,  through  July  31, 1989.  So  that  the 
revisions  adopted  in  this  interim  rule 
may  allow  for  uniform  1988  crop 
marketing,  to  the  extent  practicable,  it 
has  been  determined  that  this  interim 
rule  will  be  effective  upon  publication  in 
the  Federal  Register. 

1.  Foreign  person  eligibility  for  1989 
and  1990  crop  price  support.  Section 
1001C  of  the  Food  Security  Act  of  1985 
(the  1985  Act),  as  amended  by  section 
1306  of  the  Agricultural  Reconciliation 
Act  of  1987,  limits  the  eligibility  of 
foreign  persons  for  certain  agricultural 
benefits  with  respect  to  the  1989  and 
1990  crops.  That  limitation  has  been 
implemented  in  7  CFR  Part  1498.  This 
interim  rule  revises  §  1446.72  and 

§  1446.99  to  incorporate  and  reference  7 
CFR  Part  1498.  The  limitations  under 
section  1001C  of  the  1985  Act  regarding 
foreign  persons  apply  to,  among  other 
benefits,  “price  support  loans”  and 
“payments"  made  available  under  the 
Agricultural  Act  of  1949  (the  1949  Act). 
These  restrictions  thus  apply  to  peanut 
price  support  loans  and  payments.  The 
statutory  authority  for  those  benefits  is 
Section  108B  of  the  1949  Act. 

2.  LSK’s  and  moisture.  Most  peanut 
handlers  are  parties  to  the  Marketing 
Agreement  No.  146.  That  agreement  is 
administered  by  the  Peanut 
Administrative  Committee  (PAC).  The 
PAC  represents  many  segments  of  the 
industry.  Recent  PAC  revisions  prohibit 
handlers  who  are  party  to  the  Marketing 
Agreement  from  purchasing,  from 
producers,  peanuts  with  more  than  14.49 
percent  LSK's  unless  the  peanuts  are  to 
be  processed  without  being  stored  in 
commingled  storage  with  peanuts  with 
less  than  14.49  percent  LSK’s.  In 
addition,  previously,  peanuts  could  not 
be  accepted  for  purchase  under  the 
terms  of  the  marketing  agreement  if  the 
peanuts  had  more  than  10.00  percent 
moisture.  The  acceptable  moisture  level 
for  those  peanuts  has  been  raised  to 

10.49  percent. 

Corresponding  revisions  of  Part  1446 
are  made  in  this  rule  in  §  §  1446.72  and 
1446.98.  As  revised,  these  sections  will 
provide  that  peanuts  with  more  than 

14.49  percent  LSK’s  will  not  be  eligible 
to  be  considered  “Segregation  1” 
peanuts  for  quota  price  support  loans. 
Only  Segregation  1  peanuts  are  eligible 
for  price  support  as  quota  peanuts.  The 
revisions  also  concern  moisture. 
Previously,  some  peanuts  were  not 
eligible  for  price  support  loans  if  the 
peanuts  had  more  than  10.00  percent 
moisture.  That  level  for  those  peanuts 
has  been  revised  to  10.49  percent.  These 
revisions  will  provide  for  uniform 
marketing  conditions  for  privately-sold 
peanuts  and  for  peanuts  used  as 
collateral  for  a  price  support  loan.  Also, 
these  revisions  avoid  making  the  price 
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support  loan  inventory  a  repository  for 
all  peanuts  with  high  LSK’s.  Peanuts 
with  high  LSK’s  may  be  more 
susceptible  to  mold  and  thus  could 
degrade  the  quality  of  Segregation  1 
peanuts  stored  with  them.  It  is  not 
feasible  to  secure  separate  storage  for 
price-support  loan  peanuts  with  a  high 
LSK  content.  This  rule  also  modifies  the 
“buyback”  provisions  for  Segregation  2 
and  Segregation  3  peanuts.  The 
amendment  provides  that  the  Executive 
Vice  President  may  set  standards 
governing  the  handling  and  use  of  such 
buybacks.  This  authority  will  permit  the 
Executive  Vice  President  to  take  such 
measures  as  are  necessary  to  protect 
price  support  collateral  peanuts  from 
harm  from  damaged  peanuts. 

3.  Shrink.  Section  1446.138  of  the 
regulations  has  allowed  handlers 
choosing  nonphysical  supervision  a 
“shrink”  allowance  of  0.5  percent. 

Recent  PAC  adjustments  have  made 
some  smaller  kernels  ineligible  for 
domestic  edible  use  thus  restricting 
these  peanuts  to  crushing  into  oil  and 
meal.  Previously,  handlers  could  recover 
those  peanuts  from  peanuts  acquired  by 
the  handler  as  contract  additional 
peanuts.  Those  smaller  value  kernels 
could  be  used  as  domestic  food  peanuts 
and  be  replaced  by  lower  valued  quota 
peanuts  thereby  offsetting  part  of  the 
lost  value  that  the  handler’s  contract 
additional  peanuts  might  otherwise  have 
incurred  during  storage.  To  take  into 
account  the  change  in  PAC  practice  on 
this  issue,  this  rule  amends  the 
regulations  to  permit  the  Executive  Vice 
President,  CCC,  to  allow  a  shrink 
allowance  of  2.0  percent  for  the  1988 
through  1990  crops  for  those  handlers 
who  abide  by  such  restrictions  as  the 
Executive  Vice  President,  CCC,  may 
specify  regarding  the  use  of  smaller 
kernels  and  other  restrictions  as  are 
deemed  needed.  Handlers,  to  take 
advantage  of  the  higher  shrink 
allowance,  will  have  to  make  such 
certifications  of  use  as  may  be  required 
by  the  Executive  Vice  President  to 
insure  that  the  higher  shrink  allowance 
is  appropriate.  Those  handlers  who  do 
not  abide  by  such  restrictions  will 
continue  to  be  permitted  a  0.5  percent 
allowance  only  for  shrink. 

4.  Letters  of  Credit.  Section  1446.106 
requires  that  handlers  of  contract 
additional  peanuts  submit  letters  of 
credit  to  assure  compliance  by  handlers 
with  contract  additional  peanut 
disposition  requirements.  Previously 
that  section  required  the  handler’s  initial 
letter  of  credit  to  be  filed  by  July  31  of 
the  year  in  which  the  peanuts  are 
produced.  That  date  is  the  statutorily-set 
last  date  for  submitting  additional 
peanut  contracts  for  the  Secretary’s 
approval.  This  rule  moves  the  date  for 
filing  the  initial  letter  of  credit  to  August 
10  of  the  year  in  which  the  contracted 


peanuts  are  produced  or  the  next 
business  day  if  August  10  is  not  a 
business  day.  The  letter  of  credit 
amount  depends  on  several  factors.  One 
of  those  factors  is  the  amount  of  peanuts 
contracted  for  purchase  by  the  handler. 
Some  handlers  have  experienced 
difficulty  in  obtaining  financing  by  July 
31  since  the  total  quantity  of  peanuts 
contracted  may  not  be  known.  Moving 
the  letter  of  credit  submission  date  back 
will  allow  more  time  in  future  crop  years 
for  a  handler  to  obtain  financing.  Also, 
moving  the  date  will  permit  handlers  to 
more  accurately  determine  how  large  a 
letter  of  credit  is  needed. 

In  addition,  to  clarify  the  regulations 
and  assure  full  compliance  with  contract 
additional  peanut  restrictions,  §  1446.116 
has  been  revised  to  explicitly  provide 
that  a  letter  of  credit  must  be  submitted 
by  handlers  who  are  processors  of 
peanuts  who  do  not  directly  contract 
with  producers  for  peanuts  and  who 
choose  physical  supervision.  The 
amount  of  the  letter  of  credit  required 
will  be  commensurate  with  the  letter  of 
credit  amount  due  from  a  handler 
buying  the  same  quantity  of  peanuts 
from  a  producer. 

5.  Pool  offsets.  Section  108B  of  the 
1949  Act  provides  for  recovering  certain 
price  support  pool  losses  from  other 
pools  and  for  reducing  producer 
proceeds  for  losses  on  "disaster 
transfers”  made  by  the  producer. 
Previously,  §  1446.112  set  priorities  by 
pools  for  the  offsets.  To  improve  the 
administration  of  the  offsets  and  assure 
more  even  distribution  of  the  offsets,  the 
priorities  have  been  eliminated  and  the 
disaster  transfer  provisions  have  been 
revised. 

6.  Accounting  for  contract  additional 
peanuts.  Section  1446.140  of  the 
regulations  specifies  the  manner  in 
which  handlers  subject  to  nonphysical 
supervision  must  account  for  peanuts. 
To  assure  greater  uniformity  and 
promote  clarity,  that  section  has  been 
revised  regarding  the  standards  for 
credits  for  SMK  and  SS  credits.  The 
revisions  specify  that  credits  for  No.  2 
Virginia  peanuts  will  only  be  allowed 
for  peanuts  that  meet  PAC  standards. 
Previously,  U.S.  standards  applied. 

List  of  Subjects  in  7  CFR  Part  1446 

Loan  programs — Agriculture,  Peanuts. 
Price  support  programs,  Warehouse. 

Interim  Rule 

Accordingly,  7  CFR  Part  1446, 

Subpart — Peanut  Warehouse  Storage 
Loans  and  Handler  Operations  for  the 
1986  Through  1990  Crops,  is  amended 
with  respect  to  the  1988-90  crops  as 
follows: 

PART  1446— [AMENDED] 

1.  The  authority  citation  for  the 


subpart  is  revised  to  read  as  follows: 

Authority:  7  U.S.C.  1359, 1375, 1421  et  seq.; 
15  U.S.C.  714  et.  seq. 

2.  Section  1446.72  is  amended  by: 
revising  the  first  sentence  of  the 
introductory  text;  redesignating  and 
revising  paragraphs  (ee)(l)(iii)  and 
(ee)(l)(iv)  as  (ee)(l)(iv)  and  (ee)(l)(v) 
respectively;  adding  a  new  paragraph 
(ee)(l)(iii);  redesignating  paragraph 
(ee)(2)(iii)  as  (ee)(2](iv);  revising  (ee)(2) 
concluding  text;  adding  a  new  paragraph 
(ee)(2)(iii);  revising  paragraph  (ee)(2)(iv); 
and  revising  paragraph  (ee)(3),  so  that 
§  1446.72  shall  read  as  follows: 

§1446.72  Definitions. 

The  regulations  of  this  subpart 
incorporate  the  definitions  and 
provisions  of  Parts  718,  719,  729,  780, 
1402, 1403, 1408, 1421, 1422  and  1498  of 
this  title  except  where  the  context  or 
subject  matter  or  provisions  of  the 
regulations  in  this  subpart  otherwise 
requires.  *  *  * 

***** 

(ee)  Peanut  segregations.  *  *  * 

(1)  *  *  * 

(iii)  Have  not  more  than  14.49  percent 
LSK’s; 

(iv)  Are  free  from  any  offensive  odor, 
and 

(v)  Are  free  from  visible  Aspergillus 
flavus  mold. 

(2)  *  *  * 

(iii)  Have  more  than  14.49  percent 
LSK’s;  or 

(iv)  Have  an  offensive  odor. 

However,  if  such  peanuts  are  placed 
under  additional  loan  and  purchased 
under  the  immediate  buyback 
procedure,  as  provided  in  §  1446.113(a) 
of  this  subpart,  such  peanuts  shall  be 
considered  Segregation  1  additional 
peanuts  for  loan  pool  accounting 
purposes  except  that  peanuts  of  this 
segregation  may  only  be  purchased  as 
buybacks  subject  to  the  terms  and 
conditions  specified  by  the  Executive 
Vice  President,  CCC. 

(3)  Segregation  3  on  the  basis  that 
they  are  farmers  stock  peanuts  which 
have  visible  Aspergillus  flavus  mold. 
However,  if  such  peanuts  are  placed 
under  additional  loan  and  purchased 
under  the  immediate  buyback  procedure 
as  provided  in  §  1446.113(a)  of  this 
subpart,  such  peanuts  shall  be 
considered  Segregation  1  additional 
peanuts  for  loan  pool  accounting 
purposes;  however,  peanuts  of  this 
segregation  may  only  be  purchased  as 
buybacks  subject  to  the  terms  and 
conditions  specified  by  the  Executive 
Vice  President,  CCC. 
***** 

3.  Section  1446.98  is  amended  by: 
revising  paragraph  (b)(2);  adding 
paragraph  (b)(5);  revising  paragraph 
(c)(1);  revising  the  introductory  text  of 
paragraph  (c)(2);  and  revising  the 
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introductory  text  of  paragraph  (d),  to 
read  as  follows: 

§  1446.98  Eligible  peanuts. 

***** 

(b)  *  *  * 

(2)  Must  contain  not  more  than  10.49 
percent  moisture; 

***** 

(5)  Must  contain  not  more  that  14.49 
percent  LSK’s. 

(c)  *  *  * 

(1)  If  nonseed  peanuts,  must  contain 
not  more  than  10.49  percent  moisture; 

(2)  If  seed  peanuts,  the  same 
maximum  moisture  level  that  applies  to 
nonseed  peanuts  shall  apply;  except 
that,  such  peanuts  may  have  a  moisture 
level  of  up  to  11.49  percent  moisture  for 
nonstacked  Virginia-type  peanuts, 
provided  that  in  either  case:  *  *  * 

(d)  Additional  support  for  peanuts 
with  excess  moisture,  foreign  material, 
or  LSK’s.  Peanuts  which  are  graded  as 
Segregation  2  or  3  and  which,  because 
they  contain  more  than  10.49  percent 
moisture,  and/or  10  percent  foreign 
material,  and/or  14.49  percent  LSK's, 
would  otherwise  not  be  considered 
acceptable  for  loans  under  the 
provisions  of  (b)  and  (c)  of  this  section 
shall  nonetheless  be  considered  eligible 
for  loans,  provided  that  all  other 
conditions  of  this  section  are  met,  and 
that: 

***** 

4.  Section  1446.99  is  amended  by 
adding  a  new  sentence  at  the  end  of 
paragraph  (a),  including  new  paragraphs 

(a)  (1)  and  (2),  to  read  as  follows: 

§  1446.99  Eligible  producer. 

(a)  *  *  *  No  person  shall  be  eligible 
for  a  price  support  loan  and  related 
benefits  under  this  part  to  the  extent 
that  the  person  is  ineligible  for  such 
loans  or  benefits  under: 

(1)  The  provisions  of  7  CFR  Part  1498 
relating  to  the  eligibility  of  foreign 
persons  for  such  loans  or  benefits  with 
respect  to  the  1989  and  1990  crops  of 
peanuts;  or 

(2)  any  other  provision  of  law. 
***** 

5.  Section  1446.102  is  amended  by 
revising  paragraphs  (b),  (c),  (d)  and  (e) 
to  read  as  follows: 

§  1446.102  Distribution  of  net  gains. 

***** 

(b)  Pool  offsets  within  marketing 
areas.  Distribution  of  net  gains  in  any 
additional  pool  other  than  those  for 
Valencia  peanuts  produced  in  New 
Mexico  shall  first  be  reduced  to  the 
extent  of  any  loss  by  CCC  on  the 
corresponding  pool  for  Segregation  1 
quota  peanuts.  For  purposes  of  this 
paragraph,  offsets  for  losses  on  quota 
peanuts  shall  be  prorated  from  each  of 
the  pools  for  additional  peanuts  which 
have  net  gains. 

(c)  Offsets  for  certain  pool  transfers. 


Proceeds  due  any  producer  from  any 
profit  pool  shall  be  reduced  further  to 
the  extent  of  any  loss  that  is  incurred 
with  respect  to  peanuts  such  producer 
has  transferred  from  any  additional  loan 
pool  to  a  quota  loan  for  pricing  purposes 
pursuant  to  the  provisions  of  §  1446.103 
of  this  subpart. 

(d)  Pool  offsets  between  marketing 
areas.  Proceeds  due  any  producer  after 
reductions  made  under  paragraphs  (b) 
and  (c)  of  this  section  shall  be  reduced 
further  to  the  extent  of  any  losses  in  a 
pool  for  Segregation  1  quota  peanuts  in 
any  other  marketing  area;  except  that, 
gains  from  pools  for  Valencia  bright  hull 
and  Valencia  dark  hull  peanuts 
produced  in  New  Mexico  shall  not  be 
used  to  offset  losses  in  any  pools  in 
other  areas. 

(e)  Priority  of  offsets  between  areas. 
Insofar  as  practicable, 

(1)  Losses  offset  in  paragraph  (d)  of 
this  section  shall  be  recovered  from  the 
gains  in  other  area  pools  for  additional 
peanuts;  except  that,  if  the  total  losses 
are  less  than  the  total  gains,  the  offset 
shall  be  prorated  between  those  pools 
for  Segregation  1,  2,  and  3  additional 
peanuts  which  have  gains; 

(2)  Any  losses  remaining  after 
satisfying  offsets  under  paragraph  (e)(1) 
of  this  section  shall  be  recovered  from 
any  gains  in  other  area  pools  for 
Segregation  1  quota  peanuts;  except 
that,  if  the  remaining  losses  are  less 
than  the  total  gains  in  pools  for 
Segregation  1  quota  peanuts,  the  offset 
shall  be  prorated  between  those  area 
pools  for  Segregation  1  quota  pools 
which  have  gains. 

6.  Section  1446.106  is  amended  by 
revising  the  third  sentence  of  paragraph 
(a)  to  read  as  follows: 

§  1 446. 1 06  Letter  of  credit. 

(a)  *  *  *  Such  letter  of  credit  shall  be 
issued  in  a  form  and  by  a  bank  which  is 
acceptable  to  CCC  and  shall  be 
submitted  to  the  relevant  association 
not  later  than  August  10  (or  the  next 
business  day  if  August  10  is  not  a 
business  day)  following  the  final  date 
for  submitting  contracts  before  contracts 
between  the  handler  and  producer  will 
be  approved  and  before  producers  will 
be  issued  marketing  cards  for  contract 
additional  peanuts.  *  *  * 

7.  Section  1446.116  is  amended  by 
adding  a  new  paragraph  (d)  to  read  as 
follows: 

§  1 446. 116  Processing  additional  peanuts 
into  products. 

***** 

(d)  Physical  supervision.  The 
processor  may  choose  physical 
supervision  in  lieu  of  nonphysical 
supervision.  If  physical  supervision  is 
chosen,  such  supervision  shall  be 
conducted  in  accordance  with 
instructions  of  the  Executive  Vice 


President,  CCC,  and  the  processor  shall 
be  required  to  present  a  letter  of  credit 
as  prescribed  by  the  Executive  Vice 
President,  CCC,  which  shall,  to  the 
extent  practicable,  be  the  same  amount 
as  the  letter  of  credit  that  would  be 
required  for  an  equal  quantity  of 
peanuts  under  §  1446.106  for  a  handler 
who  has  entered  into  contracts  for  the 
purchase  of  additional  peanuts  and  has 
chosen  physical  supervision 

8.  Section  1446.138  is  revised  to  read 
as  follows: 

§  1446.138  Storage  requirements  under 
nonphysical  supervision. 

For  handlers  operating  under 
nonphysical  supervision,  contract 
additional  peanuts  placed  in 
commingled  storage  must  be  accounted 
for  on  a  TKC  basis  less  a  one  time 
adjustment  for  shrinkage  for  each  crop 
and  for  all  peanut  types  equal  to  0.5 
percent  of  the  total  kernel  content  of  the 
poundage  obtained  as  contract 
additional  peanuts;  except  that,  for  the 
1988  through  1990  crops,  the  Executive 
Vice  President,  CCC,  may,  as  he  deems 
appropriate  and  practicable  in  his 
discretion,  allow  for  a  shrink  allowance 
of  2.0  percent  of  such  kernel  content  for 
handlers  operating  under  nonphysical 
supervision  who  comply  with  such 
additional  restrictions  on  use  as  may  be 
specified  by  the  Executive  Vice 
President,  CCC,  to  take  into  account  for 
common  industry  practices.  In  such 
cases,  the  handlers  shall  be  required  to 
supply  such  additional  certifications 
regarding  use  of  the  peanuts  as  the 
Executive  Vice  President  deems  needed 
to  substantiate  the  higher  shrink 
allowance. 

9.  Section  1446.140  is  amended  by 
revising  paragraphs  (a)(2)  and  (b)(2)  to 
read  as  follows: 

§  1446.140  Disposition  credits  under 
nonphysical  supervision. 

(a)  *  *  * 

(2)  The  total  pounds,  excluding  splits 
as  determined  in  paragraph  (b)(2)  of  this 
section,  in  a  lot  of  peanuts  which  meet 
PAC  standards  for 

(1)  Whole  kernel  peanuts  with  splits, 
or 

(ii)  No.  2  Virginia  peanuts. 

(b)  *  *  * 

(2)  The  pounds  of  splits  in  lot  of 
peanuts  which  meets  PAC  standards  for 

(i)  Whole  kernel  with  splits,  or 

(ii)  No.  2  Virginia. 
***** 

Signed  at  Washington,  DC,  on  September 
13, 1988. 

Milton  Hertz, 

Executive  Vice  President,  Commodity  Credit 
Corporation. 

[FR  Doc.  88-21241  Filed  9-14-88;  9:39  am] 
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